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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION DIVISION FOR 
THE PURPOSE OF CONSIDERING: 

APPLICATION OF ENRON OIL AND GAS 
COMPANY FOR DOWNHOLE COMMINGLING AND 
A SPECIAL ALLOWABLE, EDDY COUNTY, 
NEW MEXICO 

OIL CONSERVATION Division 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

November 16th, 1995 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, November 16th, 1995, a t the 

New Mexico Energy, Minerals and Nat u r a l Resources 

Department, Porter H a l l , 2 04 0 South Pacheco, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:25 a.m.: 

EXAMINER CATANACH: C a l l the hearing back t o 

order, and a t t h i s time w e ' l l c a l l Case 11,424. 

MR. CARROLL: A p p l i c a t i o n of Enron O i l and Gas 

Company f o r downhole commingling and a s p e c i a l a l l o w a b l e , 

Eddy County, New Mexico. 

EXAMINER CATANACH: Are the r e appearances i n t h i s 

case? 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr 

and Berge. 

We represent Enron O i l and Gas Company i n t h i s 

matter, and I have three witnesses. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

MR. BLEDSOE: My name i s David Bledsoe w i t h Bass 

En t e r p r i s e s , and I would l i k e t o make a statement a t the 

end. 

MR. PATCHET: I'm Stanley Patchet w i t h 

Westinghouse E l e c t r i c Corporation. 

EXAMINER CATANACH: I'm s o r r y , I d i d n ' t catch 

your name? 

MR. PATCHET: Stanley Patchet. 

EXAMINER CATANACH: Thank you. 

MR. COFFIELD: I'm Conrad C o f f i e l d w i t h t he 

STEVEN T. BRENNER, CCR 
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Hin k l e Law Firm, appearing on behalf of Santa Fe Energy. 

EXAMINER CATANACH: On behalf of Santa Fe Energy? 

MR. COFFIELD: Yes. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

W i l l the three witnesses please stand t o be sworn 

in? 

(Thereupon, the witnesses were sworn.) 

PATRICK J. TOWER, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your name f o r the record, please? 

A. I t ' s P a t r i c k J. Tower. 

Q. And where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. Enron O i l and Gas Company. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h Enron? 

A. I am a p r o j e c t landman. 

Q. Mr. Tower, have you p r e v i o u s l y t e s t i f i e d before 

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony were your 

c r e d e n t i a l s as a petroleum landman accepted and made a 

STEVEN T. 
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matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Enron? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h Enron's plans f o r 

downhole commingling i n t h i s proposed development area? 

A. Yes, I am. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. Tower, would you i n i t i a l l y 

review f o r Mr. Catanach what Enron seeks t o accomplish w i t h 

t h i s A p p l i c a t i o n . 

A. Enron i s requesting t o downhole commingle and a 

s p e c i a l allowable, seeks exception t o D i v i s i o n General Rule 

3 03 C, t o e s t a b l i s h an areawide basis f o r t h i s downhole 

commingling of the Delaware, Bone Spring and Wolfcamp 

formations, of the c u r r e n t production i n the w e l l b o r e s , t he 

e x i s t i n g w e l l s , or f u t u r e w e l l s d r i l l e d anywhere i n Section 

36, Township 2 2 South, Range 3 0 East; the south h a l f of 

Section 31, Township 22 South, Range 31 East; a l l of 

Section 1, Township 23 South, Range 30 East; a l l of Section 

6, Township 2 3 South, Range 31 East, w i t h the c u r r e n t 

p r o d u c t i o n coming from p o r t i o n s of the Southeast Quahada 
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Ridge-Delaware pool, the Los Medanos-Bone Spring Pool and 

the South Los Medanos-Wolfcamp Pool. 

We seek an establishment of s p e c i a l a l l o w a b l e of 

the w e l l s commingled w i t h i n t h i s area, based on the top 

allowable of the shallowest commingled f o r m a t i o n . For 

example, 320 b a r r e l s would be the r a t e of o i l per day f o r 

the Bone Spring formation, or 187 b a r r e l s of o i l per day 

where the Delaware i s commingled. 

Q. Have you prepared or has t h e r e been prepared 

under your d i r e c t i o n c e r t a i n e x h i b i t s f o r p r e s e n t a t i o n here 

today? 

A. Yes, they have. 

Q. Let's r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Enron O i l and Gas Company E x h i b i t Number 

1, and I would ask you t o f i r s t i d e n t i f y t h i s and then 

review i t f o r Mr. Catanach. 

A. Okay, E x h i b i t Number 1 i s a land p l a t d e p i c t i n g 

the area inv o l v e d . And as y o u ' l l note on t h i s land p l a t , 

t h ere's a coding symbol. I n red, the red o u t l i n e i s what 

we have c a l l e d the development area, which i s the area of 

our A p p l i c a t i o n f o r t h i s commingling hearing. 

The area i n green, the green o u t l i n e s i d e n t i f y 

the e x i s t i n g c u r r e n t pools i d e n t i f i e d i n the request f o r 

the A p p l i c a t i o n . 

The area colored yellow d e p i c t s Enron's leasehold 
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p o s i t i o n , where Enron owns a p o r t i o n of the leasehold, 

undivided i n t e r e s t throughout the whole area. 

As f a r as the balance of the p l a t — Do you want 

me t o go ahead and go i n t o t h a t ? 

Q. Yes. 

A. Okay. W i t h i n — As f a r as the ownership i n here, 

w i t h i n the development area, Enron and Bass own the 

m a j o r i t y of the working i n t e r e s t . Bass E n t e r p r i s e s 

Production Company i s c u r r e n t l y the u n i t — t h i s f a l l s 

w i t h i n the James Ranch U n i t , which, a d d i t i o n a l l y on the 

p l a t , you w i l l note by a black s t i p p l e d o u t l i n e where a 

p o r t i o n of t h i s f i e l d i s w i t h i n t h i s f e d e r a l d i v i d e d u n i t , 

w i t h Bass being the u n i t operator. 

However, back t o the development area, Enron and 

Bass own the m a j o r i t y of working i n t e r e s t throughout the 

whole development area, w i t h the exception of the southeast 

q u a r t e r of Section 36. She l l O i l Company owns a 50-percent 

i n t e r e s t as t o the Bone Spring i n t e r v a l , i n a s f a r as the 

zones t h a t we're applying f o r . 

Outside, y o u ' l l n o t i c e i n l a r g e croyed l e t t e r s , 

o u t s i d e w i t h i n a mile boundary of the area of development 

area, we have i d e n t i f i e d a l l of the o f f s e t operators 

surrounding the f i e l d . 

Q. Mr. Tower, the u n i t boundary i s the dark dashed 

l i n e t h a t goes across the map? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. That i s c o r r e c t . 

Q. That's operated by Bass? 

A. Yes. 

Q. And they're supporting the A p p l i c a t i o n i n t h i s 

case? 

A. Yes, they are. 

Q. The cu r r e n t w e l l s i n the area are also shown on 

t h i s e x h i b i t ; i s t h a t not correc t ? 

A. Yes, they are. 

Q. Let's go t o what has been marked as E x h i b i t 

Number 2. Would you i d e n t i f y t h a t , please? 

A. E x h i b i t Number 2 i s a l i s t i n g of a l l the c u r r e n t 

producing w e l l s w i t h i n the development area. We have 

broken them down by se c t i o n and f u r t h e r subdivided them by 

a h a l f s e c t i o n , j u s t f o r reference. 

As you w i l l note, we have also l i s t e d the 

a d d i t i o n a l deep w e l l s , not t o mention j u s t the w e l l s i n the 

Delaware, Bone Spring and Wolfcamp i n t e r v a l s , f o r sake of 

reference. 

This A p p l i c a t i o n , we f e e l , would apply i n the 

f u t u r e — As our g e o l o g i c a l witness w i l l t e s t i f y , these 

zones are encountered throughout the whole f i e l d , and t h e r e 

would be l i k e l i h o o d t h a t some day these w e l l s would also 

o f f e r t he o p p o r t u n i t y f o r rework or recompletion t o al l o w 

f o r the commingling. 
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Q. I s the ownership i n the zones t o be commingled 

common throughout the development area? 

A. Yes, i t i s c u r r e n t l y . The — A l l ownership i s 

common, as — t h i s being i n a f e d e r a l d i v i d e d u n i t , 

p a r t i c i p a t i n g areas are formed w i t h the development of 

commercial w e l l s , by formation. 

C u r r e n t l y there's only one p a r t i c i p a t i n g area 

w i t h i n the formation t h a t we're applying f o r , and t h a t 

p a r t i c i p a t i n g area i s the Bone Spring, and i t l i e s i n 

Section 6, a 12 0-acre PA. The uniform i s common throughout 

t h a t whole p a r t i c i p a t i n g area. 

We do not a n t i c i p a t e any problems w i t h subsequent 

PAs, as a d d i t i o n a l w e l l s are added or commercial a d d i t i o n a l 

PAs a p p l i e d f o r i n handling t h i s commingling. I n f a c t , we 

have had discussions w i t h the State Land O f f i c e , as w e l l as 

d i r e c t l y w i t h the BLM. As f a r as a l l o c a t i o n among these 

PAs f o r t h i s commingling, does not appear t o be a problem. 

Q. The BLM has expressed no obje c t i o n ? 

A. This i s c o r r e c t . 

Q. And what do they t e l l you today? 

A. They're hard t o reach. We've been t r y i n g t o c a l l 

them, though. 

Q. Are a l l i n t e r e s t owners i n a l l the formations 

t h a t are being p o t e n t i a l l y commingled — have a l l of those 

owners been n o t i f i e d of t h i s A p p l i c a t i o n ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Yes, they have. We have n o t i f i e d — W i t h i n the 

development area, we have n o t i f i e d a l l of the working 

i n t e r e s t owners, a l l of the o v e r r i d i n g r o y a l t y owners, a l l 

of the pr o d u c t i o n payment owners and the r o y a l t y owners 

throughout the whole area u n d e r l y i n g a l l of these w e l l s . 

Q. I s E x h i b i t Number 3 an a f f i d a v i t w i t h an attached 

l i s t of the i n t e r e s t owners who have been n o t i f i e d and also 

copies of l e t t e r s and r e t u r n r e c e i p t s c o n f i r m i n g t h a t 

n o t i c e of t h i s A p p l i c a t i o n has been provided i n accordance 

w i t h OCD rules? 

A. Yes. 

Q. Have these pools been commingled i n other w e l l s 

i n t h i s area? 

A. C u r r e n t l y there's one w e l l t h a t has been approved 

and i s c u r r e n t l y being commingled. I t i s the James Ranch 

U n i t Number 71 w e l l . 

I t i s located i n the northeast q u a r t e r of the 

northeast quarter of Section 36 of 22-30. And i t i s , i f 

y o u ' l l n o t i c e , the green o u t l i n e i d e n t i f y i n g the South Los 

Medanos-Wolfcamp Pool. 

That w e l l i s c u r r e n t l y being commingled i n the 

Bone Spring and Wolfcamp formations, however not i n c l u d i n g 

the Delaware a t t h i s p o i n t . 

Q. Mr. Tower, was the Commissioner of P u b l i c Lands, 

the BLM and the Department of Energy — were each of those 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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e n t i t i e s n o t i f i e d of today's hearing? 

A. Yes, they were. 

Q. Were E x h i b i t s 1 through 3 prepared by you? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

move the admission i n t o evidence of Enron E x h i b i t s 1 

through 3. 

EXAMINER CATANACH: E x h i b i t s 1 through 3 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Tower. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Tower, t h i s u n i t , the James Ranch U n i t , i s — 

i t ' s my understanding, i s operated by Bass? 

A. That's c o r r e c t . 

Q. W i l l they be operating these wells? 

A. Some of the w e l l s w i l l be operated by Bass, some 

w i l l be operated by Enron. 

The arrangement under some o l d agreements are t o 

the e f f e c t t h a t p r i o r t o the establishment of these w e l l s 

as commercial w e l l s by BLM standards, and then thus the PA 

process, p a r t i c i p a t i n g area process, Enron i s allowed t o 

d r i l l and operate the w e l l s . Once they become commercial, 

Bass takes over as operator, and i t ' s s e l e c t i v e as t o 

STEVEN T. BRENNER, CCR 
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leases. 

So i n general, most of the w e l l s , once they 

become commercial, we have — Enron has turned those over 

t o Bass Enterprises as u n i t operator. 

But t h e r e i s a mixture. We have some — mostly, 

p r i m a r i l y , some deep w e l l s outside the A p p l i c a t i o n area 

t h a t Enron s t i l l operates, and the r e are some pending w e l l s 

t h a t Enron has d r i l l e d t h a t a l l the data i s being c o l l e c t e d 

and w i l l l i k e l y be c l a s s i f i e d and put i n t o a commercial 

t e r m i n a t i o n and a p a r t i c i p a t i n g area i n the f u t u r e . And a t 

such p o i n t Bass w i l l take those over. 

Q. At the c u r r e n t time there's only a Bone Spring 

p a r t i c i p a t i n g area w i t h i n the u n i t ? 

A. That i s c o r r e c t , w i t h i n t h i s development area, 

yes. 

Q. No Delaware or no Wolfcamp? 

A. Not a t t h i s p o i n t . 

Q. When a Wolfcamp or Delaware PA i s e s t a b l i s h e d , 

w i l l t h a t change the i n t e r e s t ownership w i t h i n a given w e l l 

such t h a t i t won't be common? 

A. I t ' s p o s s i b l e , depending on the r e s e r v o i r t h a t 

the BLM decides goes i n t o the PA. The ownership could 

become d i f f e r e n t , depending on the o u t l i n e . 

However, we believe — and again, i n the 

engineering testimony t h a t ' s going t o be presented i n the 

STEVEN T. BRENNER, CCR 
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a l l o c a t i o n method, t h a t p roduction can be e s t a b l i s h e d from 

which zone and a l l o c a t e d t o the r e s p e c t i v e PA on a basis 

t h a t w i l l s a t i s f y the requirements of the BLM under the 

u n i t agreement. 

Q. You've contacted a l l working i n t e r e s t owners, a l l 

r o y a l t y i n t e r e s t owners, and a l l overrides? 

A. That i s c o r r e c t , and produc t i o n payment i n t e r e s t s 

on some of those. 

Q. And BLM and the State Land O f f i c e ? 

A. That i s c o r r e c t . 

Q. Has anyone expressed any o b j e c t i o n s t o t h i s — 

A. No, they have not. Mostly support v e r b a l l y . 

Q. How many w e l l s do you a n t i c i p a t e being a f f e c t e d 

by t h i s A p p l i c a t i o n ? 

A. I f I could, I might defer. 

The g e o l o g i c a l witness i s going t o i d e n t i f y the 

producing w e l l s c u r r e n t l y i n each horizon and get i n t o the 

w e l l s more s p e c i f i c a l l y . 

I f i t would be acceptable, I might defer t h a t t o 

him, t o get i n t o some of the d e t a i l s . 

Q. Okay. Are you f a m i l i a r w i t h what Enron seeks i n 

terms of the process, whereby — I s t h i s the form t h a t 

Enron seeks f i n a l approval t o a c t u a l l y do the commingling 

on the w e l l s , or do you a n t i c i p a t e having t o submit some 

type of a d d i t i o n a l paperwork or data? 

STEVEN T. BRENNER, CCR 
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A. I n essence, i t would be our o p i n i o n t h a t t h i s i s 

the A p p l i c a t i on t o give us the a u t h o r i t y . 

However, we're going t o leave i t t o the 

d i s c r e t i o n of the Commission. We were unclear as t o , when 

we s t a r t doing some of these w e l l s and t e s t i n g them, as t o 

what the Commission w i l l r e q u i r e . W i l l i t be a simple 

l e t t e r t o the d i s t r i c t o f f i c e , a d v i s i n g them of the zones 

and the t e s t i n g ? 

We were unclear as t o the requirements of the 

Commission, other than we are requesting b l a n k e t a u t h o r i t y 

t o go forward w i t h some simple mechanism such as a l e t t e r 

of our operations as we conduct them, t o keep the OCD 

informed t h a t we're complying w i t h the commingling r u l e s . 

Q. Do you bel i e v e t h a t commingling i n t h i s u n i t w i l l 

p r o t e c t the c o r r e l a t i v e r i g h t s of a l l the v a r i o u s working 

i n t e r e s t owners i n the u n i t ? 

A. Yes, I do. 

EXAMINER CATANACH: Okay. I have no t h i n g f u r t h e r 

of the witness. 

Are there any a d d i t i o n a l questions of the witness 

a t t h i s time? 

The witness may be excused. 

THE WITNESS: Thank you. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

c a l l Mr. Bruce Insalaco. 
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BRUCE INSALACO, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. Yes, my name i s Bruce Insalaco. 

Q. Where do you reside? 

A. I n Midland, Texas. 

Q. By whom are you employed and i n what capacity? 

A. I'm employed by Enron O i l and Gas as a geologic 

s p e c i a l i s t . 

Q. Mr. Insalaco, have you p r e v i o u s l y t e s t i f i e d 

before t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as a petroleum g e o l o g i s t accepted and made a 

matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Enron? 

A. Yes, I am. 

Q. And have you made a g e o l o g i c a l study of the area 

which i s inv o l v e d i n t h i s case? 

A. Yes, I d i d . 
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MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Have you prepared e x h i b i t s f o r 

p r e s e n t a t i o n here today? 

A. Yes, I have, seven e x h i b i t s . 

Q. Mr. Insalaco, l e t ' s go t o Enron's E x h i b i t Number 

4, your s t r u c t u r e map, and I would ask you t o review t h a t 

f o r Mr. Catanach. 

A. Yes, f i r s t of a l l there's — j u s t t o i d e n t i f y 

some of the o u t l i n e s on here, the James Ranch u n i t boundary 

i s o u t l i n e d i n blue. The development area i s o u t l i n e d i n 

green, and the cross-section i s i d e n t i f i e d A t o A', running 

north-south through the area. 

What t h i s i s i s , again, a s t r u c t u r e map on top of 

the Wolfcamp. You can see on t h i s t h a t t h e r e i s a g e n t l y 

plunging a n t i c l i n e updip t o the northwest and t r e n d i n g 

downdip t o the south southeast. I've i d e n t i f i e d the w e l l s 

t h a t have penetrated the Wolfcamp w i t h subsea datums. And 

also you can see coded on t h i s e x h i b i t the w e l l s t h a t are 

c u r r e n t l y producing out of the upper Wolfcamp sand, which 

i s the 71 w e l l t h a t Pat Tower had mentioned, and t h e f o u r 

c u r r e n t Bone Spring — t h i r d Bone Spring sand producers 

i d e n t i f i e d by green c i r c l e s , which are the Number 30, the 

James Ranch Number 7, the James Ranch Number 17, and again 
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the James Ranch Number 71, the one w e l l t h a t i s already-

commingled w i t h the Wolfcamp. 

Q. B a s i c a l l y what does t h i s show you about the 

s t r u c t u r e of the u n i t ? 

A. S t r u c t u r e i s j u s t g e n t l y t r e n d i n g approximately 

100 f o o t per mile downdip, and t h a t t h e r e r e a l l y i s n ' t a 

strong s t r u c t u r a l component t o the t r a p p i n g mechanism. You 

can see t h a t production i s up at subsea datum minus 7641 i n 

the 71 w e l l and a t a s t r u c t u r a l p o s i t i o n as low as 7766 i n 

the James Ranch 3 0 w e l l . So i t appears t h a t s t r u c t u r e i s 

not an important component t o the t r a p p i n g mechanism of the 

Wolfcamp and, as you w i l l see, the upper Bone Spring — or 

excuse me, the t h i r d Bone Spring. 

Q. A l l r i g h t , Mr. Insalaco, on E x h i b i t 4 the r e ' s a 

t r a c e f o r a cross-section, A-A*. I s t h a t your E x h i b i t 

Number 5? 

A. Yes, i t i s . 

Q. Let's go t o t h a t and review i t a t t h i s p o i n t . 

A. Sorry about the size of i t , but we t r i e d t o 

in c l u d e a l l the d i f f e r e n t p o t e n t i a l pays t h a t we're asking 

f o r i n terms of the commingling. 

S t a r t i n g a t the base of the c r o s s - s e c t i o n , the 

t h i r d marker up, there's a datum r e g i s t e r e d . That i s the 

top of the Wolfcamp. I t ' s a bold l i n e , again, the t h i r d 

s o l i d marker from the bottom. That i s the datum used on 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

20 

the s t r u c t u r e map f o r E x h i b i t Number 4 t h a t you have j u s t 

seen. 

Here the basal zone i s t h i s upper Wolfcamp sand, 

which i s i d e n t i f i e d . 

The next zone up i s the t h i r d Bone Spring sand. 

The next — which i s another pay t h a t was i d e n t i f i e d on the 

previous e x h i b i t . And t h a t takes us t o approximately a 

p o s i t i o n of 10,900 f e e t below the surface. And then we go 

from t h a t datum up t o the lower Brushy Canyon p o r t i o n of 

the Delaware, and t h a t i s a t a depth of approximately 7800, 

7900 f o o t . And then going from there up f u r t h e r , you can 

see t h a t we've i d e n t i f i e d three pays: the Delaware "D", the 

Delaware "C" and the Delaware "B", the Delaware "B" being 

the highest i n t h i s area a t a depth of approximately 6800 

f e e t . 

S t a r t i n g again back a t the Wolfcamp, what I've 

t r i e d t o do, I've i d e n t i f i e d w i t h the c o l o r s . Y o u ' l l see 

isopach e x h i b i t s here. I used a 70-API-unit gamma-ray 

c u t o f f , which i s colored i n yellow, and I also used a 

de n s i t y p o r o s i t y c u t o f f of 10 percent. And where you have 

clean gamma ray and p o r o s i t y g reater than 10 percent, I am 

saying t h a t t h a t should be considered as pay f o r these 

t i g h t , very f i n e - g r a i n , low-permeability sands. 

Now, s t a r t i n g again a t the base, you can see t h a t 

the Number 71 on the l e f t side i s open i n the upper 
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Wolfcamp sand. Moving over t o the w e l l i n the center, 

which i s the James Ranch 17 w e l l , we are r e c e n t l y — or 

Bass Enterprises i s r e c e n t l y completing i n t h i s Wolfcamp 

i n t e r v a l or t e s t i n g t h i s Wolfcamp i n t e r v a l . They've shot 

those p e r f s as r e g i s t e r e d from 11,171 t o 11,185, and t h a t 

w e l l i s c u r r e n t l y t e s t i n g i n t h i s Wolfcamp zone. 

Moving up t o the t h i r d Bone Spring sand — again 

the w e l l on the l e f t i s the James Ranch 71 — you can see 

t h a t t h a t w e l l i s completed i n t o the t h i r d Bone Spring sand 

i n t e r v a l , along w i t h the Wolfcamp. 

Moving over t o the James Ranch 17, t h a t w e l l i s 

also a t h i r d Bone Spring producer, and you can see 

annotated below the l o g t h a t t h a t w e l l was completed i n 

January, 1995, i n t o t h i s t h i r d Bone Spring i n t e r v a l , and 

IP'd f l o w i n g 35 b a r r e l s a day and 120 b a r r e l s of water. 

Moving over, the second w e l l t o the r i g h t i s the 

James Ranch Number 7. I t was the o r i g i n a l t h i r d Bone 

Spring sand producer i n the development area. That w e l l 

was o r i g i n a l l y completed i n the t h i r d Bone Spring i n 

November of 1974. I t produced a very s h o r t p e r i o d of time 

and then was plugged o f f and gone down t o capture Morrow 

reserves i n August of 1975. And then a f t e r the Morrow 

played out, they came back and opened these p e r f s again i n 

J u l y of 1982. And t h a t w e l l has been producing from t h i s 

t h i r d Bone Spring i n t e r v a l since J u l y of 1982. 
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And then the f u r t h e s t - t o - t h e - r i g h t w e l l i s the 

James Ranch U n i t Number 30. This w e l l was completed i n 

November of 1993, a f t e r j u s t an a c i d treatment, f l o w i n g 14 

b a r r e l s of o i l and 13 MCF. 

Later on, Bass Enterprises d i d go i n and 

f r a c t u r e - s t i m u l a t e i t , and our expert witness d e a l i n g w i t h 

t h e r e s e r v o i r engineering w i l l t a l k about those r a t e s from 

t h a t w e l l . 

Then moving up t o the Delaware s e c t i o n , what you 

can see i s the second w e l l from the l e f t i s the James Ranch 

Un i t Number 19. This w e l l was o r i g i n a l l y completed i n 

A p r i l of 1993, i n the Delaware "D" zone. 

The Delaware "D" co n s i s t s of approximately 300 

f e e t . I t c o n s i s t s of probably f i v e major groups of sands, 

and these are a l l — each of these f i v e major groups 

c o n s i s t s of f i n e - g r a i n laminated sands. We shot two of 

those i n t e r v a l s i n t h a t w e l l , from 7418 t o 7511, and t h a t 

w e l l IP'd f l o w i n g 213 b a r r e l s a day. 

I n October of 199 3 we went up and added the 

Delaware "C" i n t e r v a l . And again, a f t e r s t i m u l a t i n g i t , we 

put t h a t w e l l on pump w i t h the "D". So "C" and "D" 

toge t h e r . And a t t h a t time the w e l l was t e s t e d pumping 78 

b a r r e l s of o i l per day. 

Then we went ahead and recompleted up i n t o the 

Delaware "B", and again added t h a t t o the "C" and "D" 
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sands, and the w e l l i s c u r r e n t l y pumping from a l l t h r e e 

zones open. 

What you can also see from t h i s c r o s s - s e c t i o n i s 

t h a t these other w e l l s t h a t are j u s t the Wolfcamp w e l l s — 

and t h e r e are many Morrow and Atoka producers out here, but 

t h a t a l l these w e l l s have s i m i l a r pay c r i t e r i a f o r c u t o f f s 

i n terms of clean gamma ray and p o r o s i t y g r e a t e r than 10 

percent i n these Delaware sands. 

And again, the Delaware sand, "D", i s the main 

producing i n t e r v a l i n the lower Brushy Canyon i n the area, 

and w e ' l l see t h a t i n f o l l o w i n g e x h i b i t s . 

Q. A l l r i g h t , Mr. Insalaco, l e t ' s go back down t o 

the upper Wolfcamp and look a t the isopach map, Enron's 

E x h i b i t Number 6. 

A. E x h i b i t Number 6 i s a net sand isopach of the 

upper Wolfcamp sand, and again you can see here coded w i t h 

the maroon square, t h a t ' s the Number 71. That w e l l i s 

c u r r e n t l y producing out of the Wolfcamp. And you can also 

see annotated the James Ranch Unit Number 17 w e l l , which i s 

c u r r e n t l y t e s t i n g the upper Wolfcamp. 

You can also see t h a t the sands t r e n d i n g n o r t h t o 

south — going from three f e e t , I t h i n k , i s the t h i n n e s t 

w e l l , i n the James Ranch Unit Number 3, i n Section 1, and 

i t t h i c k e n s as much as 66 f e e t i n the James Ranch U n i t 

Number 18, i n the n o r t h h a l f of Section 36. 
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And what t h i s map would i n d i c a t e i s t h a t most of 

the development area should be productive i n the upper 

Wolfcamp sand. 

Q. A l l r i g h t . Let's go t o the t h i r d Bone Spring and 

look a t the isopach f o r t h a t i n t e r v a l . That's Enron 

E x h i b i t 7. 

A. Yes, t h i s i s a net sand isopach, using the same 

c r i t e r i a f o r c u t o f f s of net pay — or net sand, excuse me, 

f o r the t h i r d Bone Spring sand. 

I have also i n d i c a t e d the f o u r w e l l s t h a t are 

c u r r e n t l y producing out of the t h i r d Bone Spring. 

Again, the isopach values, we have a w e l l , t he 

James Ranch Unit Number 10, has a zero r e g i s t e r e d , and 

going t o a thickness of 56 f e e t i n the James Ranch U n i t 

Number 13, which s t a r t s a t a surface l o c a t i o n of Section 6 

and bottomholes i n Section 31. 

Again, t h i s isopach would imply t h a t p r o d u c t i v e 

sands f o r the t h i r d Bone Spring e x i s t throughout the 

development area. 

Q. A l l r i g h t . Let's go t o E x h i b i t 8 and look a t the 

lower Brushy Canyon. 

A. E x h i b i t Number 8 i s a s t r u c t u r e map on t o p of the 

lower Brushy Canyon, again, a marker t h a t was i d e n t i f i e d on 

the c r o s s - s e c t i o n at the top of the "D" i n t e r v a l s and a t 

the base of the Delaware "C" i n t e r v a l . 
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Here you can see again t h a t plunging a n t i c l i n e , 

s t r u c t u r a l l y updip t o the northwest, downdip t o the south 

and southeast. You can also see annotated i n red c i r c l e s 

the Delaware producers, both "D" and/or "C" sand producers. 

You can see t h a t i n the development area i t s e l f 

t h e r e are c u r r e n t l y seven w e l l s — excuse me, s i x w e l l s , 

t h a t are lower Delaware producers. And you can see t h a t 

t h e r e are a number of other p e n e t r a t i o n s annotated w i t h the 

subsea datums t h a t f a l l between t h a t — those s i x 

producers, and the producers o f f t o the southeast. And the 

producers o f f t o the southeast i n Section 8, those f i v e 

w e l l s are operated by Santa Fe Energy and are p a r t of the 

Sand Dunes-Delaware f i e l d . 

So you can see again t h a t the development area 

f a l l s between these two es t a b l i s h e d producing areas from 

the lower Delaware, i n a good s t r u c t u r a l p o s i t i o n . 

Q. Let's go t o E x h i b i t Number 9 and review the 

Delaware "D" sand. 

A. This, again, I had mentioned p r e v i o u s l y t h a t the 

"D" sand i s the main producing i n t e r v a l i n the area from 

the lower Delaware. 

Again, a l l s i x of the producers i n the 

development area are c u r r e n t l y producing from the "D" sand, 

and also the e i g h t w e l l s down t o the southeast t h a t Santa 

Fe Energy operates are a l l producing out of the "D" 
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i n t e r v a l . 

You can see isopach values as t h i n as the 16 f e e t 

r e g i s t e r e d i n the James Ranch Unit Number 3, t o a thickness 

of 127 f e e t i n the development area i n the James Ranch U n i t 

Number 37, a Delaware producer. 

Again, t h i s isopach map shows a t r e n d n o r t h t o 

south, and i t would i n d i c a t e t h a t p r o d u c t i v e Delaware 

e x i s t s throughout the development area. 

Q. A l l r i g h t . Let's look a t the l a s t isopach on the 

"C" sand, E x h i b i t 10. 

A. Yes, as again annotated on the c r o s s - s e c t i o n , the 

Delaware "C" sand i s the next zone up, approximately 200-

f o o t t h i c k , on the cross-section. 

Here r e g i s t e r e d are two Delaware "C" sand 

producers, the James Ranch U n i t Number 19, which again the 

"C" i s open w i t h other pay zones, the "D" and the "B" zone, 

and the Hudson Federal Number 1 i n Section 1, which i s also 

— the "C" i s also producing w i t h the "D" i n t e r v a l i n t h a t 

w e l l . 

You can see again thickness v a r i a t i o n s from the 

James Ranch Unit Number 3 of 83 f e e t t o a thickness of 180 

f e e t i n the James Ranch Unit Number 13. 

This again i s a nort h - t o - s o u t h t r e n d i n g f i n e -

g r a i n sand, and t h i s map would also i n d i c a t e p r o d u c t i v e "C" 

throughout the e n t i r e development area. 
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Q. Mr. Insalaco, what g e o l o g i c a l conclusions can you 

reach about these zones i n the development area from your 

g e o l o g i c a l study? 

A. A l l r i g h t , t h a t these zones, which are examples, 

again, of the main pays, and t h a t t h e r e are other Delaware 

zones t h a t come and go, t h a t they are p r o d u c t i v e through 

the development area, t h a t they e x i s t behind pipe i n deeper 

producers, the Atoka/Morrow producers i n the James Ranch 

U n i t , w i t h i n the development area, and I b e l i e v e t h a t the 

undeveloped acreage i s also p r o d u c t i v e . 

Next, t h a t we are going ahead i n a n t i c i p a t i o n 

w i t h an order t o s t a r t some a c t i v i t y . We have the James 

Ranch U n i t Number 16, which i s i d e n t i f i e d on these e x h i b i t s 

i n the n o r t h h a l f of Section 36. This w e l l , we're planning 

on spudding i n December as a Delaware/Bone Spring/Upper 

Wolfcamp t e s t . 

Next, as I mentioned, on the c r o s s - s e c t i o n when 

we were reviewing i t , t h a t Bass Enterprises i s t e s t i n g the 

James Ranch U n i t Number 17 i n the Wolfcamp sand and t h a t 

they have plans t o plug back and t e s t the Delaware "C" and 

"D" i n t e r v a l s i n t h a t w e l l . 

They are also planning t o t e s t the Wolfcamp i n 

the James Ranch U n i t Number 30, and t h a t Bass i s 

contemplating proposing two w e l l s i n terms of Delaware/Bone 

Spring/Wolfcamp t e s t s i n the n o r t h h a l f of Section 6. 
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And f i n a l l y t h a t i n the p r e v e n t i o n of waste, t h a t 

i f we had t o have m u l t i p l e wellbores per p r o r a t i o n u n i t f o r 

each of these d i f f e r e n t pays, t h a t t h a t would be an 

e f f i c i e n t o p e r a t i o n a l method and t h a t when pushing the 

l i m i t s t o the t h i n n e r areas, t h a t i f we have more than one 

pay o b j e c t i v e i d e n t i f i e d , t h a t we w i l l probably be able t o 

d r i l l more w e l l s . 

Q. Mr. Insalaco, were e x h i b i t s 4 through 10 prepared 

by you? 

A. Yes, they were. 

MR. CARR: At t h i s time Mr. Catanach, I would 

move the admission i n t o evidence of Enron E x h i b i t s 4 

through 10. 

EXAMINER CATANACH: E x h i b i t s 4 through 10 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of t h i s witness. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Insalaco, how many w e l l s w i t h i n the 

development area are candidates r i g h t now a t t h i s p o i n t i n 

time f o r commingling? 

A. I be l i e v e t h a t a l l the Bone Spring/Wolfcamp 

t e s t s , which would be the Number 71, 17, 7 and 30, would 

have p o t e n t i a l i n the near f u t u r e t o have the Delaware 
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zones t e s t e d and commingled. 

The deeper Morrow/Atoka producers have these 

zones behind pipe, but they would have t o w a i t u n t i l those 

producing i n t e r v a l s f a l l o f f t o a r a t e t h a t ' s not economic, 

and then we would have the o p p o r t u n i t y t o come up i n those 

wellbores. 

I do b e l i e v e t h a t , again as I had mentioned, t h a t 

we w i l l be d r i l l i n g the Number 16, and t h a t again Bass i s 

contemplating d r i l l i n g two more w e l l s — or proposing, 

excuse me, two more w e l l s — and t h a t these w e l l s could 

also i n d i c a t e the p o t e n t i a l of p o s s i b l y a dozen w e l l s t o be 

d r i l l e d out t h e r e . 

I mean, again, the p r o r a t i o n u n i t s f o r these 

pools are 40 acres. 

Q. Okay. So a t t h i s p o i n t i n time, t h e r e are only 

f o u r w e l l s t h a t are e x i s t i n g t h a t are candidates f o r 

commingling? I s t h a t my understanding? Number 71, 17, 7 

and 30? 

A. I n my o p i n i o n , yes. Those w e l l s are c u r r e n t l y 

Bone Spring and/or Wolfcamp producers, and they have 

Delaware zones t h a t appear t h a t would be p r o d u c t i v e behind 

pipe and t h a t we could come up and p e r f o r a t e those, but 

t h a t those Morrow w e l l s — as again, the James Ranch 7, 10, 

13, 18, a l l these other Morrow p e n e t r a t i o n s have these same 

zones. They are c u r r e n t l y gas producers, and so I would 
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t h i n k t h a t t h a t would — t h a t t e s t i n g of these zones would 

be postponed u n t i l those w e l l s are determined t o be 

uneconomic. 

Q. Which of the Morrow w e l l s again? 

A. James Ranch Unit Number — I'm not sure about a l l 

of them. Just a minute — Mr. Tower had an e x h i b i t here 

where he had i d e n t i f i e d — 

MR. CARR: That's E x h i b i t Number 2? 

THE WITNESS: Yes, the James Ranch U n i t Number 

18, James Ranch U n i t Number 4. And then the Atoka 

producers are the James Ranch U n i t Number 13, James Ranch 

U n i t Number 10, James Ranch U n i t Number 1 and the James 

Ranch U n i t Number 11. 

Q. (By Examiner Catanach) So a l l of those w e l l s may 

be candidates i n the f u t u r e f o r commingling? 

A. Yes, s i r . 

Q. Okay. The e x i s t i n g Delaware w e l l s — are those 

only d r i l l e d t o the Delaware formation? 

A. Correct, s i r , the James Ranch U n i t 29 and 41 were 

operated by Bass, and they were j u s t Delaware t e s t s . The 

James Ranch U n i t Number 19, 36 and 37 were Enron-operated 

w e l l s , and they were only d r i l l i n g t o the Delaware. 

The only other w e l l , the Hudson Federal w e l l i n 

the northwest quarter of Section 1, t h a t was f o r m e r l y an 

Atoka producer, and t h a t w e l l has been plugged back and i s 
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a Delaware "D" and "C" sand producer. 

Q. That's the number what well? 

A. Hudson Federal Number 1. I t 1 s i n the northwest 

q u a r t e r of Section 1. 

Q. I s t h a t a candidate? 

A. Well, i t ' s already an example of a w e l l t h a t we 

d i d recomplete from a deeper formation t o t h a t . But i n 

terms of the Wolfcamp and Bone Spring, you can see from the 

isopachs t h a t i n some of these i n t e r v a l s i t ' s t h i n n i n g over 

t h e r e , but t h i s w e l l also does have some mechanical 

problems w i t h — uphole, j u s t below the Delaware. 

Q. Okay. Now, i t ' s not Enron's i n t e n t t o deepen any 

of the e x i s t i n g Delaware w e l l s a t t h i s p o i n t ? 

A. At t h i s p o i n t i n time, no, but t h a t ' s something 

t h a t we could consider. And I would t h i n k , again, going 

back t o the deeper-pool w e l l s , i f i t appears t h a t these 

w e l l s are producing a t r a t e s — and analyzing t h e i r 

d e c l i n e s — t h a t i t looks l i k e they w i l l be producing from 

the Atoka/Morrow zones f o r a number of years, t h a t the 

p o t e n t i a l e x i s t s t h a t we would come i n d r i l l i n g a 

Wolfcamp/Bone Spring/Delaware t e s t . 

Q. Okay. The a d d i t i o n a l d r i l l i n g which may occur, 

d i d you say i t may be up t o a dozen more w e l l s , may be 

u l t i m a t e l y d r i l l e d and commingled i n t h i s fashion? 

A. I b e l i e v e so. 
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Q. And I b e l i e v e i t ' s your testimony, and t h e 

evidence shows t h a t t h e r e , i n f a c t , i s p o t e n t i a l i n a l l 

t h r e e zones w i t h i n the development area? 

A. Yes, s i r . 

Q. I n terms of r e s e r v o i r q u a l i t y , do you see b i g 

d i f f e r e n c e s i n the producing c a p a b i l i t i e s of some of these 

w e l l s , depending on the sand thickness and t h a t k i n d of 

t h i n g ? 

A. Yes, I b e l i e v e t h a t there i s some v a r i a t i o n , but 

I t h i n k our next witness w i l l be t a l k i n g about d e c l i n e 

r a t e s and productive trends, comparing various w e l l s t h a t 

are c u r r e n t l y producing. So you w i l l get a f e e l i n g how pay 

thickness — what i n f l u e n c e pay thickness has on those 

w e l l s ' d e c l i n e r a t e s . 

Q. Have you t e s t e d some of the t h i c k e r zones i n 

these e x i s t i n g wells? 

A. Yes. Again, s t a r t i n g a t the — t h i s lowest pay, 

the upper Wolfcamp, t h a t i s a zone t h a t had been i d e n t i f i e d 

out i n t h i s area, again, from the deeper p e n e t r a t i o n s , but 

t h a t p r i o r t o the t e s t i n g i n the James Ranch 71, the 

p r o d u c t i v i t y of i t wasn't t r u l y measured. I mean, we had 

i d e n t i f i e d the sand, i t had recorded some d r i l l i n g shows, 

but the t e s t i n g of the 71, again, gave credence t o t h a t 

being a v i a b l e pay. That w e l l on t h a t isopach has only 20 

f e e t , and you can see again a number of the other w e l l s i n 
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the development area w i t h greater pay thicknesses. 

So I t h i n k t h a t the r a t e s t h a t we've got out of 

the 71 could be magnified i n some of these areas where 

there's t h i c k e r sand development. 

Again, then, moving up t o the t h i r d Bone Spring 

sand, t h a t pay had been est a b l i s h e d i n the James Ranch 7 

f o r a number of years. But i n the l a s t few years, we've 

r e c e n t l y pursued o f f s e t s w i t h the 17, 3 0 and the 71 f o r 

t h a t o b j e c t i v e . And again, you can see t h a t on the eastern 

p o r t i o n of the development area, we have thicknesses 

corresponding t o what's been i d e n t i f i e d i n these w e l l s . 

And so again, as are i n d i c a t e d w i t h the James Ranch U n i t 16 

l o c a t i o n , we f e e l very good t h a t w e ' l l have s u f f i c i e n t 

amounts of t h i s sand t o be a v i a b l e pay. 

And then the same t h i n g , again, as you move up t o 

the Delaware zones. The Delaware and the Sand Dunes f i e l d 

down t o the south has been an area t h a t ' s been developed 

over the l a s t four or f i v e years. A number of w e l l s have 

been d r i l l e d , and you're j u s t seeing the edge of t h i s 

development i n Section 8, but t h a t we — As t h a t 

development occurred, we evaluated the James Ranch area f o r 

the same p o t e n t i a l . 

And we d r i l l e d t hree — excuse me, f i v e Delaware 

w e l l s between Bass Enterprises and Enron O i l and Gas f o r 

t h i s lower Brushy Canyon pay, and then the recompletion of 
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the Number 1. 

And you can also see, again, t h a t through the 

development area, thicknesses corresponding are much 

t h i c k e r , i d e n t i f i e d i n through Section 6 and 31, as they 

compare t o the thicknesses of the sands producing i n 

es t a b l i s h e d w e l l s . 

I hope I answered your question. 

And again, l o o k i n g a t an e v a l u a t i o n of the Sand 

Dunes areas, which i s a f i e l d t h a t ' s been e s t a b l i s h e d f o r 

t h r e e t o f i v e years, we have very comparable thicknesses of 

sand, net sand. 

Q. I s i t po s s i b l e you're a p a r t of t h a t pool? I s i t 

p o s s i b l e t h a t t h a t Sand Dunes f i e l d i s continuous up t o the 

northwest here? 

A. That might be pos s i b l e . I b e l i e v e t h a t — and 

I'm not an expert witness on t h i s , but I b e l i e v e t h a t 

potash area i n the western h a l f of Section 8 has r e s t r i c t e d 

the development of t h a t , up towards the James Ranch u n i t . 

EXAMINER CATANACH: Okay, I have no t h i n g f u r t h e r 

of t h i s witness, Mr. Carr. 

Are there any questions of t h i s witness, any 

a d d i t i o n a l questions? 

I f not, he may be excused. 

THE WITNESS: Thank you. 

MR. CARR: At t h i s time, Mr. Catanach, we would 
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c a l l Mr. Randy Cate. 

RANDALL S. CATE. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Could you s t a t e your name f o r the re c o r d , please? 

A. My name i s Randall Cate, C-a-t-e. 

Q. And where do you reside? 

A. I l i v e i n Midland, Texas. 

Q. By whom are you employed? 

A. I'm employed by Enron O i l and Gas. 

Q. Mr. Cate, what i s your p o s i t i o n w i t h Enron? 

A. I'm a r e s e r v o i r engineer. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as a petroleum engineer accepted and made a 

matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Enron? 

A. Yes, I am. 

Q. Does the geographic area of your r e s p o n s i b i l i t y 
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w i t h your company include the p o r t i o n of southeastern New 

Mexico i n v o l v e d i n t h i s case? 

A. Yes, i t does. 

Q. Have you made an engineering study of the area? 

A. Yes, I have. 

Q. And are you prepared t o present the r e s u l t s of 

t h a t e f f o r t ? 

A. Yes. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. Cate, l e t ' s f i r s t go t o what 

has been marked as Enron E x h i b i t Number 11, and I would ask 

you t o j u s t i d e n t i f y t h a t . 

A. A l l r i g h t , i t ' s a summary t h a t I d i d , addressing 

the producing c h a r a c t e r i s t i c s of each f o r m a t i o n , t h e i r 

treatments, some p e r f o r a t e d i n t e r v a l s , again, some average 

producing r a t e s t h a t were derived, again, f o r each of the 

th r e e i n t e r v a l s t h a t we're asking t o downhole commingle 

under t h i s A p p l i c a t i o n . 

And the second page would then address the 

r e s e r v o i r p r o t e c t i o n issues as o u t l i n e d by the Commission, 

under t h e i r commingling r u l e s . And then on the bottom of 

the second page and i n t o the t h i r d page, I discuss the 

a l l o c a t i o n procedure t h a t we would recommend and adhere t o 
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under the approved a u t h o r i t y t o commingle i n t h i s area. 

Q. E x h i b i t 11, i n f a c t , i s a summary of the 

i n f o r m a t i o n t h a t you w i l l be presenting w i t h each of the 

f o l l o w i n g e x h i b i t s ; i s t h a t not correct? 

A. Yes. 

Q. A l l r i g h t . Let's go t o the producing 

c h a r a c t e r i s t i c s of each of the formations, and r e f e r r i n g t o 

E x h i b i t Number 12, could you summarize the c h a r a c t e r i s t i c s 

of the Delaware formation? 

A. Yes, as Mr. Insalaco had mentioned, t h e r e are s i x 

c u r r e n t Delaware producers i n the development area. What 

I've done i s normalized t h e i r p r oduction, o i l p r o d u c t i o n 

versus time. And what I mean by "normalized" i s t h a t i f a 

w e l l was i n the Delaware, i t might f l o w f o r the f i r s t month 

and drop o f f and then need t o be put on pump. When they're 

put on pump, the highest r a t e then occurs. 

What I've done i s b r i n g the highest r a t e t o month 

number one, and t h a t ' s when we're r e a l l y s t a r t i n g our 

de c l i n e . So there may be one month or one and a h a l f 

months of lower production data ahead of t h i s , or perhaps 

i t only produced f o r one week or two weeks out of t h a t 

month. So t h a t ' s what I mean by normalized. 

And what you can then do i s l a y them a l l on the 

same time scale and see the comparison and see i f they are 

t r a c k i n g . And i n the Delaware, on E x h i b i t 12, i t ' s — a l l 
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but one of the w e l l s , a f t e r t h i s two months of normalized 

p r o d u c t i o n and c e r t a i n l y i n t o the l a t e r months, shows t h a t 

t h ey're a l l performing very s i m i l a r l y . 

Q. They b a s i c a l l y are p u l l i n g i n t o l i n e , do they 

not? 

A. Yes, they're a l l — 

Q. How does t h i s seem t o r e l a t e t o the t h i c k n e s s of 

the i n t e r v a l or the g e o l o g i c a l i n t e r p r e t a t i o n and the 

v a r i a t i o n s t h e r e i n ? 

A. The Hudson w e l l i s the one i n brown. I t i s the 

highe s t producer on the normalized scale here. But even 

a f t e r several months, i t begins t o come down i n l i n e w i t h 

those. 

I t h i n k t h a t probably the lower p e r m e a b i l i t y of 

the sands w i l l tend t o ov e r r i d e the thicknesses. The 

thicknesses w i l l c e r t a i n l y increase the u l t i m a t e 

r e c o v e r i e s , but as f a r as producing c h a r a c t e r i s t i c s , I 

t h i n k we're seeing j u s t the low p e r m e a b i l i t i e s as the 

primary d r i v i n g f o r c e here. 

Q. What s o r t of i n i t i a l bottomhole pressures are you 

seeing i n the Delaware? 

A. The i n i t i a l bottomhole pressures i n the Delaware 

are 32 00 t o 34 00 p . s . i . , absolute. And we don't have any 

a c t u a l measurements i n t h i s area, but I d i d p u l l some 

buildups from some Delaware w e l l s south of here i n the 
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Poker Lake f i e l d , b a s i c a l l y the same subsea datum, and 

t h a t ' s what those showed. And you can tend t o get a good 

f e e l f o r i t as you d r i l l f l u i d and get k i c k s through i t . 

So I've looked a t several of them, and t h a t ' s what the 

pressures — 

Q. And when you complete i n t h i s i n t e r v a l , what s o r t 

of treatments are t y p i c a l l y being used? 

A. A t y p i c a l treatment — Due t o the low 

p e r m e a b i l i t i e s , again, you do an a c i d b a l l out t o open a l l 

p e r f o r a t i o n s , and then i n general they need a h y d r a u l i c 

f r a c t u r e treatment, an average of about 30,000 g a l l o n s of 

c a r r y i n g f l u i d , plus 80,000 pounds of sand. 

And the other operator, Bass, tends t o put more 

sand i n one of t h e i r t y p i c a l jobs, maybe 40,000 g a l l o n s of 

the c a r r y i n g f l u i d and 200,000 pounds of sand. And t h a t i s 

l i s t e d on page 1 of E x h i b i t Number 11. 

Q. Anything else on the Delaware? 

A. No, j u s t , again, as f a r as a l l o c a t i o n concerns, 

you can see t h a t I t h i n k we've got very close agreement, 

e s p e c i a l l y as the time goes on, i n which t o be c e r t a i n t h a t 

we're a l l o c a t i n g the commingled w e l l s p r o p e r l y . 

Q. Let's go t o the next e x h i b i t , E x h i b i t 13, and I 

would ask you t o review the producing c h a r a c t e r i s t i c s of 

the Bone Spring. 

A. Okay. Again, i t ' s a normalized o i l - p r o d u c t i o n -
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versus-time p l o t f o r the fo u r c u r r e n t Bone Spring 

producers. 

I ' l l make a note on the James Ranch U n i t Number 

71, t h a t the — and t h a t w e l l i s the approved — c u r r e n t l y 

approved w e l l commingled i n the Wolfcamp and the Bone 

Spring. What i s p l o t t e d here i s i t s a l l o c a t e d p r o d u c t i o n , 

based on the approved formula. And i t lays — I t h i n k i t 

i s an i n t e r e s t i n g p o i n t and a good p o i n t t h a t i t l a y s r i g h t 

i n l i n e , again, e s p e c i a l l y a f t e r two t o t h r e e months, they 

j u s t come r i g h t together w i t h the other p r o d u c t i o n we've 

got. 

The James Ranch Number 7, as Mr. Insalaco had 

p r e v i o u s l y mentioned, t h a t w e l l was the f i r s t Bone Spring 

w e l l , and we've got the most h i s t o r y on i t . And then the 

James Ranch 17, he also d i d mention, i s c u r r e n t l y under a 

workover t h a t i s j u s t — We've j u s t gone back down i n t o the 

Wolfcamp and completing i t i n a n t i c i p a t i o n of t h i s order. 

And again, the James Ranch Number 30. The main 

issue, again, or what t h i s r e a l l y shows, i s the very close 

agreement of these zones a f t e r two t o thr e e months of 

pro d u c t i o n . 

Q. Bottomhole pressure ranges f o r the Bone Spring 

are what? 

A. Yes, we have got some a c t u a l s t a t i c measurements 

upon completion, and t h a t ' s what's l i s t e d on page 1 of my 
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summary. And they are also presented as an e x h i b i t , two 

e x h i b i t pages i n t h i s packet. 

The i n i t i a l bottomhole pressure was 6947 pounds 

at 10,909 f e e t i n the James Ranch U n i t 71, and 5737 pounds 

at 10,932 i n the James Ranch U n i t Number 30. These are 

what are measured a f t e r — I b e l i e v e i t was approximately 

t h r e e days or so i n the James Ranch U n i t Number 30, and 

f o u r t o f i v e days i n the James Ranch U n i t Number 71, a f t e r 

those types of s h u t - i n s . 

Q. A l l r i g h t . Let's move t o E x h i b i t Number 14, and 

I would ask you t o review the c h a r a c t e r i s t i c s of the 

Wolfcamp. 

A. Okay. I would l i k e t o say on the Bone Spring 

t h a t i t also does r e q u i r e a h y d r a u l i c f r a c t u r e treatment 

due t o very low p e r m e a b i l i t i e s . And again, t h a t i s 

l i s t e d — an average j o b would be 80,000 g a l l o n s and 

3 2 5,000 pounds of sand. 

Q. A l l r i g h t . Let's now go t o the Wolfcamp. 

A. Okay. The Wolfcamp, we've only got t h e one w e l l 

i n i t so f a r t h a t has a h i s t o r y , and then the Number 17 i s 

c u r r e n t l y being t e s t e d , and i t has IP'd over 200 b a r r e l s 

per day f l o w i n g . And then there's some c u r r e n t work s t i l l 

being done. But t h a t i s very s i m i l a r t o the t e s t i n g t h a t 

we had i n the Number 71. 

Again, the f i r s t month of p r o d u c t i o n , though, 
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does not average anywhere near the IP. They do f a l l o f f 

very q u i c k l y . And as you can see on the E x h i b i t Number 14, 

the f i r s t month averaged 67 b a r r e l s per day i n the James 

Ranch Number 71. And then i t does f a l l o f f very q u i c k l y , 

and I would expect t h i s same type of p r o d u c t i o n , g i v e or 

take a few b a r r e l s , out of the Wolfcamp i n these other 

w e l l s . 

Q. Treatment on t h i s zone? 

A. Treatment on t h i s zone i s -- Again, h y d r a u l i c 

f r a c t u r e i s r e q u i r e d due t o low p e r m e a b i l i t i e s . 24,000 

g a l l o n s and 155,000 pounds i s what we've been doing. 

One o p e r a t i o n a l c o n s i d e r a t i o n here which we d i d 

b r i n g up when we got the a u t h o r i t y on the James Ranch 71 

was, i t helps the operation t o be able t o f r a c t he Bone 

Spring and the Wolfcamp e i t h e r together as one o p e r a t i o n or 

separ a t e l y but i n the same operation, i n s t e a d of several 

months apart or several years apart, f o r — Because when 

you do draw one zone down — and these sands are 

approximately 100 f e e t from each other — i f you do draw 

one down lower than the other one, then you can take the 

f r a c r i g h t i n , i f you t r y t o b r i n g a new f r a c above i t , i t 

could go r i g h t i n t o the lower-pressured zone. 

So there's an o p e r a t i o n a l concern, and t h a t could 

r e s u l t i n reduced recoveries because of an i n e f f e c t i v e 

f r a c t u r e treatment. So I d i d want t o make t h a t comment as 
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f a r as a need t o be able t o complete the Bone Spring and 

Wolfcamp i n i t i a l l y i n these w e l l s . 

Q. Do you a n t i c i p a t e any crossflow between these 

pools? 

A. No, I don't. 

Page 2 of the summary, up a t the t o p , I discuss 

t h a t . There could be some w e l l s out here, and i t i s r i g h t 

now, the 17 and the 71 w i l l soon be, but — i n which the 

Bone Spring and Wolfcamp i s commingled. Our pressure 

measurements are showing b a s i c a l l y j u s t a g r a d i e n t 

d i f f e r e n c e t o depth of 122 p . s . i . , and subsequent f l o w i n g 

bottomhole pressure data shows only 100 pounds' d i f f e r e n c e . 

And again, t h a t ' s p r i m a r i l y j u s t due t o the depth 

d i f f e r e n c e i n the James Ranch Unit 71. 

A f t e r a few months of p r o d u c t i o n , we d i d do — on 

the f i r s t page, I meant t o mention t h a t , a f t e r s i x months 

we d i d run a buildup on the Wolfcamp i n the James Ranch 

U n i t 71, and i t s b u i l t up pressure a f t e r 98 hours was only 

37 2 5 pounds, almost a 50-percent drawdown i n a s h o r t p e r i o d 

of time. Again, t h a t ' s due t o the very low p e r m e a b i l i t i e s 

t h a t we're d e a l i n g w i t h . And then i t takes a very long 

time f o r these zones t o b u i l d back up. 

I n a w e l l where e i t h e r one of those or both those 

zones would be commingled w i t h the Delaware, we w i l l 

a r t i f i c i a l l y l i f t the w e l l , and a l l t h r e e zones would be 
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a r t i f i c i a l l y l i f t e d , and we a n t i c i p a t e a bottomhole 

producing pressure of 500 t o 800 pounds, depending on the 

type of a r t i f i c i a l l i f t . And t h a t would prevent any 

o p p o r t u n i t y of crossflow from the deeper zones, say, i n t o 

the shallower zone. 

I d i d look at the r u l e the Commission has on the 

50 percent — I guess i t ' s a 50-percent r u l e . The Delaware 

pressures, i f you c o r r e c t the Bone Spring and Wolfcamp 

pressures up t o the Delaware datum of 7500 f e e t , the 

Delaware pressures are more than 50 percent of those 

adjusted Bone Spring and Delaware pressures as we have 

measured, so t h a t meets the Commission's requirement t h e r e . 

Furthermore, i f the operator, e i t h e r Bass or 

Enron, would agree t o immediately n o t i f y the supervisor of 

the A r t e s i a D i s t r i c t O f f i c e , i n the event t h a t any of the 

commingled w e l l s have been shut i n seven consecutive days, 

and present a plan f o r remedial a c t i o n . 

Q. Mr. Cate, what i s E x h i b i t Number 15? 

A. E x h i b i t Number 15 are the pages of the measured 

pressures, bottomhole pressures, i n the James Ranch 71 and 

the James Ranch U n i t Number 3 0 t h a t show a t a c o r r e c t e d 

datum what — a corrected datum of 7500 f e e t , which i s the 

Delaware datum — what the a n t i c i p a t e d pressures could be. 

And then t h a t i s what i s compared t o the 50-percent r u l e . 

Q. Do you a n t i c i p a t e any problems w i t h the 
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c o m p a t i b i l i t i e s of the commingled f l u i d s ? 

A. No, we don't. We have given M a r t i n Water Lab the 

produced waters, and they have given us a r e p o r t t h a t 

s t a t e s they see no i n c o m p a t i b i l i t i e s at whatever d i f f e r e n t 

p r o p o r t i o n s of mixtures might be. 

Q. And i s t h e i r r e p o r t what i s marked E x h i b i t 16? 

A. Yes, i t i s . 

Q. What are the g r a v i t i e s of the o i l s t h a t w i l l be 

commingled? 

A. The o i l g r a v i t i e s are i n the 41 t o 43.1 range, 

w i t h the Delaware being the lower, and the Wolfcamp/Bone 

Spring the upper. 

Bass has shown me — They have measured some 

g r a v i t i e s s l i g h t l y higher than the 43, but I took our 

numbers from our w e l l s t h a t — i n which we're s e l l i n g out 

of the tanks, and t h a t i s the basis on which you are p a i d , 

and t h a t ' s the comparison I'm making. 

Q. Should commingling a f f e c t the value of the 

commingled production? 

A. No, i t w i l l not. These are so s i m i l a r t h a t t h e r e 

won't be any d i f f e r e n c e i n p r i c e received i f the streams 

are commingled. 

Q. What i s the p o t e n t i a l f o r secondary recovery 

operations i n t h i s area? 

A. I n the Bone Spring and the Wolfcamp, we see very 
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l i t t l e , j u s t due t o the depth and the low p e r m e a b i l i t i e s , 

p o s s i b l y some technology i n the f u t u r e , gas i n j e c t i o n or 

something. But r i g h t now we j u s t can't see i t . 

Now, the Delaware i s a po s s i b l e w a t e r f l o o d 

candidate. We don't a n t i c i p a t e i t f o r any time i n the near 

f u t u r e . And i f the Delaware or a p o r t i o n of i t were t o 

need t o be flooded i n those w e l l s , we could e a s i l y i s o l a t e 

the zones f o r a f l o o d , or r e d r i l l the Delaware i n t h a t 

case. 

Q. How does Enron recommend t h a t the p r o d u c t i o n be 

a l l o c a t e d between the commingled zones? 

A. We would recommend a procedure as f o l l o w s : We 

would i n i t i a l l y complete the Bone Spring and Wolfcamp 

formations, monitor the production f o r 30 t o 90 days or 

u n t i l s t a b i l i z e d , and as the normalized o i l - p r o d u c t i o n 

f i r s t - t i m e p l o t s show, we t h i n k we have very good agreement 

and can p r e d i c t very w e l l what the produc t i o n should be. 

We can run a production l o g , which we have found 

t o be accurate i n the past and/or i s o l a t e , mechanically 

i s o l a t e , t he zones when i t i s time t o b r i n g t h e Delaware 

pro d u c t i o n on and get an a c t u a l f l o w i n g t e s t t h e r e , which 

would j u s t r e q u i r e a temporary plug being set over the Bone 

Spring u n t i l the Delaware i s completed and i t i s t e s t e d f o r 

30 or 90 days, i n which we w i l l get a c t u a l p r o d u c t i o n data 

on which t o base our a l l o c a t i o n , once a l l t h r e e or two 
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zones are commingled. 

The a l l o c a t i o n would be c o n s i s t e n t w i t h a c t u a l 

t e s t s and then c l o s e l y compared t o the expected r a t e s , 

based on the o f f s e t production h i s t o r i e s of the w e l l s t h a t 

we have i n the development area. 

Q. Enron's requesting a s p e c i a l a llowable w i t h i n the 

development area. Could you e x p l a i n t h a t request t o Mr. 

Catanach? 

A. Yes, t h a t would be on page 3 of t h i s summary 

here, E x h i b i t 11, and we requested the d a i l y a l l o w a b l e f o r 

commingling t o be set as the top allowable of the 

shallowest zone commingled. P a r t l y , t h a t ' s — t h a t gives 

i t a s i n g l e allowable across the f i e l d , and i t ' s easy t o 

c a l c u l a t e , obviously. 

And t h e r e f o r e , i f the Bone Spring i s the 

shallowest of the commingled zones, i t would be 320 b a r r e l s 

of o i l per day, based on the standard depth bracket 

allowable under Rule 505. 

I f the Delaware sand i s the shallowest f o r m a t i o n 

commingled, then we would ask f o r 187 b a r r e l s per day. 

The f i r s t month's average pr o d u c t i o n on these 

w e l l s i s 286 b a r r e l s of o i l per day, but because we do not 

a n t i c i p a t e f u l l commingling of a l l t hree or two sands u n t i l 

probably two t o three months, then I don't b e l i e v e we're 

going t o need an allowable higher than the 187, i n the 
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event the Delaware i s included. 

The t h i r d month average pr o d u c t i o n of a l l t h r e e 

zones i s 124 b a r r e l s per day. Again, t h a t ' s average, and 

th e r e could be some w e l l s a l i t t l e higher and some w e l l s a 

l i t t l e lower. 

Also, we t h i n k the standard gas l i m i t r u l e s , 2000 

t o 1 GOR, apply here. And under the commingling r u l e s , the 

Commission has i n place a water prod u c t i o n l i m i t of 80 

b a r r e l s per day, per commingled zone i s also a p p r o p r i a t e . 

Q. Now, Mr. Cate, i n t h i s case Enron i s seeking 

a u t h o r i t y t o — blanket a u t h o r i t y t o downhole commingle i n 

t h i s area and a s p e c i a l allowable; i s t h a t r i g h t ? 

A. That's c o r r e c t . 

Q. And then y o u ' l l go forward and be developing the 

area on a w e l l - b y - w e l l basis? 

A. Yes, we would. 

Q. And a l l other requirements of the s t a t e or 

f e d e r a l government w i l l have t o be met a t the time those 

w e l l s are d r i l l e d on a w e l l - b y - w e l l b a s i s ; i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . 

Q. Can you summarize f o r the Examiner the r e s u l t s 

t h a t you a n t i c i p a t e w i l l accrue i f , i n f a c t , t h i s 

A p p l i c a t i o n i s approved? 

A. Yes. As Mr. Insalaco has s t a t e d , a d d i t i o n a l 

d r i l l i n g , we b e l i e v e , would occur, e s p e c i a l l y when we get 
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t o the edges of the sands, w i t h two or thre e p o t e n t i a l 

t a r g e t s , r a t h e r than j u s t one, and knowing t h a t t he zones 

can be commingled. That w i l l r e s u l t i n more d r i l l i n g . 

We've already s t a r t e d a d d i t i o n a l workover a c t i v i t y i n 

a n t i c i p a t i o n of the a u t h o r i t y . 

Waste would be prevented, because we w i l l not 

have t o d r i l l a d d i t i o n a l or e x t r a w e l l s f o r the Delaware 

sands. And we are more l i k e l y , then, t o take every w e l l 

down t o the Wolfcamp, even i f i t ' s p r i m a r i l y a Delaware 

t a r g e t . So we w i l l most l i k e l y produce reserves t h a t would 

not otherwise be produced w i t h o u t the order. And we are 

j u s t — That would j u s t allow us t o more e f f i c i e n t l y and 

economically develop t h i s area. 

Q. I f the a l l o c a t i o n procedures t h a t you're 

recommending are adopted, i n your o p i n i o n , w i l l c o r r e l a t i v e 

r i g h t s be protected? 

A. Yes, they w i l l . 

Q. Were E x h i b i t s 11 through 16 e i t h e r prepared by 

you or compiled a t your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

move the admission i n t o evidence of Enron E x h i b i t s 11 

through 16. 

EXAMINER CATANACH: E x h i b i t s 11 through 16 w i l l 

be admitted as evidence. 
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MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Cate. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Cate, the r a t e s t h a t you expect t o encounter 

i n the Wolfcamp and Bone Spring i n t e r v a l s , are they not 

s u f f i c i e n t t o j u s t i f y d r i l l i n g stand-alone wells? 

A. They — Probably alone, we would rank these very 

low on where we would want t o spend our money. We would 

probably be coming i n on every w e l l t h a t we d r i l l and 

asking f o r commingling a u t h o r i t y r i g h t up f r o n t on the 

Wolfcamp and Bone Spring. I mean, I'm sure we would. And 

we've already done t h a t on the James Ranch U n i t 71. 

So I would not say t h a t we would not d r i l l the 

w e l l s w i t h o u t the Delaware, but we would c e r t a i n l y not go 

beyond where we know we can get both zones t o g e t h e r and 

have a reasonable chance of g e t t i n g those w i t h o u t knowing 

t h a t we can get the Delaware included also. 

The Wolfcamp, I t h i n k you can see a t 2 0 b a r r e l s a 

day, t h a t by i t s e l f would probably not meet g u i d e l i n e s f o r 

us t o d r i l l w e l l s , j u s t f o r the Wolfcamp. 

Q. Have you looked at a dual-completion-type setup 

i n the Wolfcamp and i n the Bone Spring? 

A. We've considered t h a t . Because the w e l l s have t o 

be f r a c ' d , you take a r i s k a t t h i s depth of p l a n t i n g your 
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packer or whatever t o o l assembly would be r e q u i r e d t o 

separate or i s o l a t e the zones, and i f sand comes i n then 

we're t a l k i n g a l o t of money. And we've had one or two 

experiences out there where something l i k e t h a t has 

occurred, and we would p r e f e r not t o . 

Q. I s i t economically v i a b l e t o d u a l l y complete 

those two zones, aside from o p e r a t i o n a l problems? 

A. I t probably i s . I t ' s — Again, i t probably i s 

economic, but i t i s j u s t laden w i t h o p e r a t i o n a l r i s k s t h a t 

could p o t e n t i a l l y cause you t o lose e i t h e r one of the zones 

i f i n f a c t t o o l s got stuck down there and could not be 

f i s h e d . 

Q. Now, the producing r a t e s i n the Delaware may be 

s u f f i c i e n t t o j u s t i f y j u s t d r i l l i n g Delaware w e l l s , are 

they not? 

A. Yes, and we've d r i l l e d several Delaware stand

alone w e l l s . Again, i t cost a l o t of e x t r a money, 

approximately $600,000 per Delaware w e l l , and I b e l i e v e 

t h a t t h a t i s or would f a l l under a waste p r o v i s i o n , i f we 

don't — i f there's any way not t o have t o d r i l l two w e l l s 

t o b a s i c a l l y recover the same reserves t h a t one w e l l could. 

Q. Having t o d r i l l two w e l l s i s not going t o 

decrease any k i n d of u l t i m a t e o i l recovery? 

A. No, I don't b e l i e v e i t would u l t i m a t e l y decrease. 

Q. Do you f e e l l i k e commingling might increase 
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recovery, say due t o reduced operating costs? 

A. Yes, there would d e f i n i t e l y be a reduced 

o p e r a t i n g cost, and any one of the zones would have a l o t 

lower p r o d u c t i o n r a t e necessary t o keep producing the 

w e l l s , so t h a t t h a t ' s e x a c t l y r i g h t . 

The economic l i f e of the w e l l s w i l l d e f i n i t e l y be 

prolonged due t o the commingling, and a d d i t i o n a l reserves 

would d e f i n i t e l y be recovered. 

Q. You see no problem i n crossflow of any k i n d 

between the commingling Delaware and any of the other 

zones? 

A. No, I don't. I t h i n k — And t h a t ' s p a r t of the 

reason we don't mind t a k i n g some time and producing the 

Wolfcamp and Bone Spring on down. And the pressure data 

we've c o l l e c t e d i n d i c a t e s t h a t — because i t ' s so low perm, 

i t — near a wellb o r e , i t i s going t o f a l l down t o l e v e l s 

t h a t I j u s t don't b e l i e v e would be conducive t o cro s s f l o w 

a t a l l . 

And again, we w i l l i n s t a l l a r t i f i c i a l l i f t and 

keep the bottomhole pressures w e l l below the s h u t - i n 

pressures of these w e l l s , or of the zones. 

Q. So t h a t t h a t a r t i f i c i a l l i f t w i l l be i n s t a l l e d 

before commingling takes place i n any of the zones? 

A. That's c o r r e c t , yes. Or at the same time t h a t 

commingling takes place. 
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Q. Now, i n each of the e x i s t i n g w e l l s and the f u t u r e 

w e l l s t o be d r i l l e d , i s i t your i n t e n t t o i n f a c t commingle 

a l l t h r e e zones, or are you going t o p i c k and choose? 

A. I t h i n k a t t h i s p o i n t , based on Mr. Insalaco's 

geology w i t h i n t h i s development area, we would a n t i c i p a t e 

a l l t h r e e zones t o be commingled. And of course, i t ' s hard 

t o p r e d i c t w i t h o u t a c t u a l w e l l logs, but t h a t i s our i n t e n t 

and t h a t i s what we're asking f o r . 

I f I might expand on t h a t a l i t t l e b i t , i f we 

were t o encounter a zone t h a t i s s u b s t a n t i a l l y d i f f e r e n t 

than what we have seen so f a r , a Cherry Canyon zone t h a t i s 

p r o l i f i c and capable of top allowable a l l by i t s e l f , i n 

t h a t case, I could see t h a t we would not — I t would, then, 

be worthy of i t s own development program, and I would say 

i n t h a t case, we would probably not need or f e e l the need 

t o commingle i n t h a t case. 

Q. Did you give a three-month average p r o d u c t i o n 

rate? 

A. Yes, i t ' s on the f i r s t page. For — 

Q. Okay, f o r — 

A. — f o r each zone. And i f you add those t h r e e -

month averages up, i t comes t o 124 b a r r e l s of o i l per day. 

Q. What do you a n t i c i p a t e being the procedure 

a f t e r — i f we give you blanket approval? Do you 

a n t i c i p a t e having t o submit a d d i t i o n a l data or paperwork 
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f o r t h i s ? 

A. Yes, I t h i n k so. I t h i n k our i n t e n t would be t o 

provide an a l l o c a t i o n based on our t e s t data, e i t h e r — as 

the Commission d i c t a t e s , e i t h e r t o the A r t e s i a D i s t r i c t 

Supervisor or the D i v i s i o n , whichever one you choose, and 

we would provide t h a t and be w i l l i n g t o provide any backup 

t e s t data t o support t h a t a l l o c a t i o n i f the Commission 

d e s i r e s . 

And we would a n t i c i p a t e doing t h a t on every w e l l 

t h a t we commingle. 

Q. Okay. As f a r as — You don't a n t i c i p a t e having 

t o submit pressure data or anything else r e q u i r e d by 303? 

A. When we — I don't — We don't i n t e n d t o c o l l e c t 

data on every w e l l f o r t h a t purpose, t o supply. But i n our 

normal operations we do c o l l e c t pressure data, and i n those 

cases t h a t we do we would d e f i n i t e l y make i t a v a i l a b l e , i f 

the Commission wanted i t . 

Q. You f e e l l i k e the data you've presented here i s 

going t o be very r e p r e s e n t a t i v e of the data obtained w i t h i n 

the whole development area? 

A. Yes, we've studied the — a l l t h r e e formations. 

And I b e l i e v e we've c o l l e c t e d enough data a t t h i s p o i n t 

t h a t t h a t — t h i s does represent what we should expect on 

f u r t h e r w e l l s d r i l l e d and the workovers i n t o the behind-

pipe. 
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Q. Do you have a preference — On the Bone 

Spring/Wolfcamp t e s t i n g , do you have a preference of 

running e i t h e r the production l o g or mechanically i s o l a t i n g 

the i n t e r v a l s ? 

A. No, I b e l i e v e both are accurate. I t h i n k t h a t 

when we do prepare t o t e m p o r a r i l y plug the Bone 

Spring/Wolfcamp t o complete the Delaware, t h a t a t t h a t 

p o i n t i t would be a good time t o do an i s o l a t i o n t e s t of 

the Bone Spring/Wolfcamp and — f o r a short-term, p o s s i b l y 

a week, and then go on up the hole. 

But we have found the produ c t i o n logs t o be an 

accurate measurement t o o l , and so we would l i k e t o be able 

t o run one or the other. But we w i l l do one or t h e other 

i n order t o v e r i f y the a l l o c a t i o n . 

Q. You're asking f o r an 80-barrels-per-day l i m i t on 

the water per zone; i s n ' t t h a t r i g h t ? 

A. Yes. Based on what we've seen on the water 

p r o d u c t i o n , t h a t w i l l be s u f f i c i e n t f o r — t o cover any 

water produced. 

The Delaware g e n e r a l l y w i l l p o t e n t i a l w i t h — The 

highes t water out of the three zones comes from the 

Delaware. And as you can see, i t can be i n the hundred 

b a r r e l s per day on an average, on i n i t i a l p o t e n t i a l . But 

i t drops t o about 8 0 b a r r e l s per day w i t h i n j u s t a few 

months, and i t w i l l d e c l i n e on down w i t h the o i l 
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p r o d u c t i o n . So I do f e e l t h a t would be s u f f i c i e n t f o r us. 

Q. I s t h a t high water production — would t h a t i n 

any way d e t r i m e n t a l l y a f f e c t the Bone Spring or Wolfcamp? 

A. No. Again, w i t h the w e l l s on pump, on a r t i f i c i a l 

l i f t , w e ' l l d e f i n i t e l y be moving the water. 

And number two, the c o m p a t i b i l i t y t e s t , as done 

by M a r t i n Water Lab, shows — they saw no tendency t o 

p r e c i p i t a t e any harmful solubles or whatever — scale. 

EXAMINER CATANACH: I t h i n k t h a t ' s a l l I have, 

Mr. Carr. 

Do you have anything f u r t h e r ? 

MR. CARR: Nothing f u r t h e r , Mr. Catanach. 

EXAMINER CATANACH: This witness may be excused. 

I s there anything f u r t h e r by any of the p a r t i e s 

i n t h i s case? 

MR. CARR: I t h i n k there's statements, Mr. 

Catanach. 

EXAMINER CATANACH: Okay. We'll accept 

statements a t t h i s time. . , .. ... 

MR. BLEDSOE: I'm David Bledsoe with. B^ss. We 

are the operator of the James Ranch U n i t , and we are i n 

f u l l support of the commingling order t o .commingle a l l 

t h r e e of these zones. 

EXAMINER CATANACH: Okay, thank you. 

Any a d d i t i o n a l statements? 
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MR. PATCHET: I'm Stanley Patchet, Westinghou.se 

E l e c t r i c Corporation. We're the manager and o p e r a t i n g 

c o n t r a c t o r f o r the Waste I s o l a t i o n P i l o t P l a n t . We have no 

comments or questions, but we would l i k e t o continue t o be 

considered an i n t e r e s t e d p a r t y . 

EXAMINER CATANACH: Okay. Anything else? 

Okay, there being nothing f u r t h e r i n t h i s case, 

t h i s case, Number 11,424, w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

11:52 a.m.) 

* * * 
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